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SUBJECT: COTTON CONTRACT PROBLEM 
REF: TAIPEI 7672, 7435, STATE 280273 

1. S. Y. WANG (WANG, SHAO-YU), VICE MINISTER OE EINANCE, 

INEORMED ECON COUNS JAN. 4 THAT FOLLOWING FINANCIAL 
MEASURES HAVE BEEN TAKEN BY GROC TO ASSIST COTTON TEXTILE 
INDUSTRY: 

A. THE MINISTRY OE NATIONAL DEEENSE HAS AGREED TO 
PURCHASE AN ADDITIONAL US9.1 MILLION OE COTTON TEXTILES 
IN FY-1975 EOR UNIFORMS. 

B. THE TAINAN SUPPLY BUREAU OE THE TAINAN PROVINCIAL 
GOVERNMENT HAS BEEN GIVEN US$13.2 MILLION BY THE MINISTRY 

OE EINANCE TO PRUCHASE INVENTORIES FROM THOSE COTTON TEXTILE 
MILLS IN THE MOST SERIOUS EINANCIAL DIEEICULTIES. 

C. COMMERICAL BANKS HAVE BEEN INSTRUCTED TO MADE AN 
ASSESSMENT OE THE CAPITAL STRUCTURE OE THEIR TEXTILE MILL 
CLIENTS. IN CASES WHERE THE ASSETS OE A MILL EXCEED THE 
LIABILITIES THE BANK WILL EXTEND A LINE OE CREDIT TO 

THE MILL EQUAL TO THE DIEEERENCE AT 9 PERCENT INTEREST. THE 
MILL CAN USE THE MONEY EOR WHATEVER PURPOSE IT DEEMS MOST 
IMPORTANT, SUCH AS PURCHASES OE RAW COTTON. THESE 
LINES OE CREDIT WILL BE GUARANTEED BY THE MINISTRY OE 
EINANCE. 
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D. THE MINISTRY OE EINANCE HAS SUSPENDED THE COLLECTION 
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OF IMPORT DUTIES ON RAW COTTON UNTIL FURHTER NOTICE. 

2. VICE MINISTER WANG ADMITTED THAT THESE MEASURES MAY 
ASSIST THE TEXTILE INDUSTRY IN RESOLVING ITS CURRENT 
PROBLEM OE EXCESSIVE INVENTORIES AND DECLINING ORDERS 
BUT THAT THEY WILL DO LITTLE TO RESOLVE THE PROBLEM OE 
UNOPENED L/C'S FOR COTTON CONTRACTED ABOVE THE CURRENT 
MARKET PRICE. COTTON TEXTILE INDUSTRY CLAIMS IT IS IN 

NO CONDITION TO PURCHASE THAT COTTON WITHOUT FINANCIAL 
ASSISTANCE. IT IS FOR THIS REASON THAT THE GROC, WITH 
MANY DEMANDS ON ITS RESOURCES FROM THE COTTON TEXTILE 
AND OTHER AILING INDUSTRIES, IS SO INTERESTED IN 
KNOWING IF CREDIT CAN BE MADE AVAILABLE BY THE USG. 

3. COMMENT: EMBASSY HAS INCOMPLETE DATA UPON WHICH TO 
BASE AN ASSESSMENT OF THE EFFECT THE MEASURES ANNOUNCED 
BY THE GROC WILL HAVE ON RESOLVING THE COTTON CONTRACT 
PROBLEM. SOME PROGRESS IS BEING MADE, AS EVIDENCED BY 
THE NUMBER OF L/C'S WHICH ALREADY HAVE BEEN OPENED 
THROUGH NEGOTIATION OR BY THE IMPROTER HONORING THE 
ORIGINAL CONTRACT. HOWVER, FEW L/C'S HAVE BEEN OPENED 
FOR COTTON CONTRACTED FOR AT PRICES ABOVE THE CURRENT 
MARKET PRICE AND IT IS UNLIKELY THEY WILL BE OPENED 
UNLESS A SOURCE OF CREDIT IS FOUND. 

UNGER 



CONFIDENTIAL 



NNN 



Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 




Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Message Attributes 



Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: COTTON, CREDIT, CONTRACTS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 04 JAN 1975 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: greeneet 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1975TAIPEI00021 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D750004-0493 
From: TAIPEI 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1975/newtext/t1 97501 77/aaaacpyl.tel 

Line Count: 86 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EA 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: n/a 

Reference: 75 TAIPEI 7672, 75 7435, 75 STATE 280273 

Review Action: RELEASED, APPROVED 

Review Authority: greeneet 

Review Comment: n/a 

Review Content Flags: 

Review Date: 25 JUL 2003 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <25 JUL 2003 by CunninFX>; APPROVED <16 SEP 2003 by greeneet> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
05 JUL 2006 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: COTTON CONTRACT PROBLEM 
TAGS: ETRD, TW, US 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 




